WERELDHAVE
ANNUAL REPORT

1997




Annual Report 1997 Wereldhave N.V.

Contents

Wereldhave in brief

Summary of past 5 years

Supervisory Board — Board of Management
Report of the Supervisory Board

Report of the Board of Management
- Introduction
- Corporate governance
- Financial review
. Economic and financial developments

- Towards an integrated approach to property:
development,investment and management

- Investments
- Organisation and staffing

- Prospects

Annual Accounts
- Consolidated balance sheet
- Consolidated profit and loss account
- Movements in shareholders’ equity
- Consolidated cash flow statement
- Notes to the accounts

- Notes to the consolidated balance sheet
and consolidated profit and loss account

- Company balance sheet and profit and loss account

- Notes to the company balance sheet and
profit and loss account

Other information and Auditor’s Report
Information about Supervisory Board Wereldhave N.V.

Property schedules

This is the English translation of the official Dutch Annual Report and Accounts 1997,

on

wn

co o

32

35

37

38



WERELDHAVE

Mission and corporate aim

— Wereldhave's mission is to make available,
when and where needed. commercial and resi-
dential property for rent.

-~ The obiject is to offer an attractive return on in-
vestment combined with a low risk profile of the
property portfolio. For this purpose the timely re-
cognition of the performance and risk prospects
of property markets and individual properties is
essential,

Organisation

- Wereldhave has at its disposal an integrated or-
ganisation for development, investment and man-
agement of commercial property with offices in
Brussels, The Hague, London, Madrid, New York
and Paris,

~ This organisation provides Wereldhave with con-
tinuous direct access to reliable and up-to-date
information about the property market in which
it operates. This enables Wereldhave to react
swiftly to changing circumstances.

Investments

-~ Wereldhave invests in shopping centres, office
buildings, industrial property and apartments.
Changes in prospective investment returns and
risks lead to regular adjustments in the mix of
the portfolio and its geographical distribution.

- The investments are currently distributed over
Belgium, Germany, France, Hungary, the Nether-
lands, Spain, the United Kingdom and the United
States.

Property valuation

- Wereldhave's properties are valued at open
market value less selling costs.

~ Appraisals take place annually with successive
halves of the portfolio being valued on June 30
and December 31 by independent external
sworn valuers, Parallel, internal valuations using
identical methods are carried out at the same
time for the entire portfolio.

Wereldhave in brief

Financing and currency management

- Wereldhave's operation is financed by both
equity and loan capital.

— The Company reduces currency risks through
the partial financing of foreign investments in lo-
cal currency.

Structure

— Wereldhave is an independent international
property investment company, founded in 1930.

- Wereldhave shares are traded on the Stock
Exchanges in Amsterdam, Brussels and Antwerp.

— The Company is an investment company with
variable capilal. The Board of Management
alone has the authority to issue shares and to ac-
quire its own shares; the Company has neither
an obligation to issue shares, nor to buy its shares.

— Wereldhave has the status of an Investment Insti-
tution under Dutch law and so does not pay Cor-
poration Tax in the Netherlands.

- Wereldhave is licensed to operate as an invest-
ment company under the Netherlands Wet toe-
zicht beleggingsinstellingen (Investment Institu-
tions Supervision Act).

Financial calendar

— Announcement distribution
rate 1997 stock dividend

— Annual General Meeling
of Shareholders

March 20,1998

March 27,1998

— Dividend payment April 6,1998
— Publication 1998 first
quarter report May 4, 1998

— Publication of 1998
halfyear report

~ Publication of 1998
nine-months report

— Publication of 1998
Annual Report and Accounts:

August 7,1998
: November 2, 1998

March 1999
Information

~ Information on Wereldhave is available from
banks and stockbrokers or directly from the
Company (tel. 31-70-346 93 25, E-mail:investor.
relations@wereldhave.com). As from April 1998
Wereldhave will have its own website at
http://wwwwereldhave.nl.




Summary of past 5 years

1997 1996 1995 1994 1993

Results

(x NLG 1 miIn)
Net rental income 188.0 185.8 185.0 180.9 199.8
Profit 136.0 121.5 118.3 108.7 92.7

Balance sheet

(x NLG 1 mln)
Investments 2,403.0 25112 2,334.8 2.458.4 24184
Shareholders’ equity 1,680.7 1,517.4 1,318.3 1,402.2 113815
Long-term debt 640.2 816.4 882.8 923.6 1,031.4
Indirect investment result 91.3 118.6 A 182.2 J. 1245 A 89.3

Issued ordinary
shares of NLG 20
nominal value
- ranking for dividend
at December 31 16,495,377 16,041,440 15,204,984 14,811,497 13,558,489
— average number in issue 16,380,631 15,759,729 15,096,775 14,496,012 12,236,205

Statistics per
dividend ranking
ordinary share

(x NLG )P
Net assets value® 101.43 94,13 86.21 94.07 101.24
Profit 8.22 7.50 742 7.30 6.77
Indirect investment result” 6.33 755 £.803 J.T.32 1.6.96
Dividend 7.25 1.2 7.25 7.24 7.24
or ... %" or 5.88% or 8% or 8% or 6.25%
Profit per ordinary
share (x NLG 1)
(based on the average
number in issue) 8.28 7.68 7.47 7.45 7.50

"'The amounts per share up to and including 1994 have been adjusted for the 1994 bonus issue. Adjustment has taken place
according to the ‘issue method'.

 Assuming all shareholders opt for the full cash dividend rather than the bonus shares.
“ Including the effect of issues of new shares and stockdividend.
"o be announced on March 20,1998,
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WERELOHAVE

Wereldhave N.V. (Invesiment company with variable capital )

Supervisory Board Board of Management
J.E Visser (Chairman) G.C.J. Verweij (Chairman)
PJ. Vinken (Vice-chairman) R.L.M, de Ruijter

EH. I Boons

W. Lemstra

H.M.N. Schonis

Report of the Supervisory Board
To the Annual General Meeting of Shareholders

We have pleasure in submitting the Annual Report of the Board of Management of
the Company and the Accounts for the year ended December 31, 1997. Coopers &
Lybrand N.V., auditors, have audited the financial statements and have certified the
Accounts. We propose the approval of the Accounts and, in accordance with the
proposal of the Board of Management,a dividend per ordinary share of NLG 7.25 or, at
the choice of the shareholder, a tax-free dividend in the form of bonus shares to be
charged to the tax-exempted share premium reserve. The distribution rate will be an-
nounced on March 20, 1998.

During the year under review. there were five meetings between the Supervisory
Board and the Board of Management. In addition, the Chairman of the Supervisory
Board holds frequent discussions with the Board of Management on various topics
as the need arises. Amongst the subjects discussed with the Board of Management
were the results in relation to Wereldhave'’s strategy and risk profile, the system of
internal controls, the rental and investment markets for property, funding, currency and
dividend policy tax matters, organisational structure and staffing.

The Supervisory Board and the Board of Management have furthermore collaborated
closely to formulate Wereldhave's point of view with respect to the forty recommen-
dations set out in the report of the Corporate Governance Commission ‘Corporate
Governance in the Netherlands’. In this respect we refer you to the agenda for the forth-
coming Annual General Meeting of Shareholders. As recommended by the Commission
on November 20, 1997 rules have been drawn up governing the division of responsibili-
ties and working practices of the Supervisory Board together with a profile outlining
the qualities sought in its members. The latter document is available for inspection at
the Company’s offices. The Supervisory Board will review the profile every two years.

At the Annual General Meeting of Shareholders to be held on March 27, 1998 Messrs.
PJ.Vinken and W. Lemstra will retire by rotation. They are proposed lor re-election. This
proposal is motivated by their valuable contribution to the work of the Supervisory
Board: in addition their expertise in corporate governance and their wide experience
are qualities required by the profile.

On behalf of the Supervisory Board
J.E Visser, Chairman The Hague, February 26, 1998




Report of the Board of Management

Introduction

[n 1997 Wereldhave again earned higher profits,
The profit alter tax rose from NLG 121.5 min to
NLG 136.0 mln as a result of higher gross rental
income, a substantial fall in interest charges and
lower general costs. The occupancy rate for the
portiolio amounted to 93.6%. The profit per ordi-
nary share increased by 7.8 % from NLG 7.68 to
NLG 8.28. A cash dividend distribution of NLG 7.25
or, at the option of the shareholder, a tax-free divi-
dend in bonus shares 1o be charged to the share
premium reserve will be proposed at the Annual
General Meeting of Shareholders. The distribution
rate of the bonus shares will be announced on
March 20, 1998.

In the course ol 1997 Wereldhave acquired proper-
ties in the Netherlands, Belgium and the United
States to the amount of NLG 115.4 min. Properties
were sold in Belgium, the Netherlands, Spain,
the United Kingdom and the United States for
NLG 485.6 mIn. The sales proceeds were in excess
of the book value at the end of 1996. Based on
market conditions the value of the portfolio
increased by 1.3% in local currency terms. At
the end of 1997, the poitfolio was valued at
NLG 2.403 mln.The net assets value per share, after
deduction ol the full proposed cash dividend,
amounted to NLG 101.43 (1996: NLG 94.13 aftey
distribution of profits).

The economies of Europe and the United States
grew more strongly than expected. Growth in
Europe averaged 1.7%; in the United States it even
amotnted to 3.8%. In Japan the economy expand-
ed by only 0.5% in 1997, whereas in 1996 there had
been a growth rate of 3.5%. The favourable develop-
ments in Europe and the United States are princi-
pally the result of ongoing liberalisation and glo-
balisation of markets which have boosted growth
in investments and exports. Intensifying competi-
tion has kept inflation low. The United States and
the United Kingdom have profited most from this
state of affairs. Their flexible economic structure
has enabled these countries to take good advan-
tage of new opportunities.

In Asia, where many currencies were linked to the
LIS Dallar, low interest rates out of line with relative-
ly high inflation levels led lo economies overheal-
ing. The property sector, in particular, is suffering
from the effects of overbuilding. In a number of
markets vacancy levels have reached 30%, bringing
liquidity problems for property developers. As the
Dollar appreciated these problems worsened in the
course of the year, giving rise lo a wideranging
financial crisis. The IMF has promised help, but anly
on the condition of slructural reforms of Asias
economies, This implies a downward revision to
growth estimates for 1998, not only in Asia but in
Europe and the United States as well,

Office markets in both the United States and Euro-
pe strengthened during 1997, Increased demand
and a relatively low level of new building have
driven down vacancy levels. In some markets, espe-
cially the United States, the United Kingdom and
the Netherlands, there have been considerable
increases in rents. Those in most other markets
were largely unchanged.

Faster economic growth has allowed retail markets
in the United States and Europe to recover to some
degree from the excessive expansion in the supply
of shopping space al the beginning of the decade.
Turnover per square melre has risen. Nevertheless,
consumers in general remain cautious as evi-
denced by the slower growth of private consump-
tion than of the economy as a whole.

The market for industrial property has been fairly
stable, Companies have a clear preference for easi-
ly accessible modern accommodation. As a result
vacancy levels in older industrial sites have been
rising steadily

Corporate Governance

Wereldhave has adopted most of the recommenda-
tions of the Corporate Governance Commission
Report ‘Corporate Governance in the Netherlands’
which was published in June 1997. Wereldhave:
altaches great importance to a proper balance be-
tween the interests of the providers of risk capital
and those of parties with a different type of stake in
the organisation. This balance requires openness,
an adequate flow of information focused on the
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company’s future and a clearly defined division of
duties, responsibilities and powers between all the
groups in question. For that matter, many of these
items are secured by the fulfilment of Wereldhave's
obligations under the Wet toezicht beleggingsinstel-
lingen (Investment Institutions Supervision Act), As
suggested by the Commission the subject ol corpo-
rate governance will be discussed at the Annual
General Meeting of Shareholders to be held on
March 27, 1998.As an aid to discussion the Report's
forty recommendations and Wereldhave's position
with respect thereto will be appended to the agen-
da for the meeting.

Financial Review

Results

There was a further increase in Wereldhave's profits
in 1997.The profit after tax increased by 12% from
NLG 121.5 min to NLG 136.0 miIn.The latter figure
includes a positive centribttion from currency
movements, mainly due to higher average conyer-
sion rates for the US Dollar and Sterling, amounting
to NLG 7.9 min. Profit per share, calculated on the
basis of the average number of ordinary shares out-
standing, rose from NLG 7.68 in 1996 to NLG 8.28 in
14997.

The principal sources of the increase in profits are
lower interest charges resulting from a fall in nomi-
nal interest rates and loan redemptions, lower gen-
eral costs and favourable currency movements, The
drop in general costs is mainly the result of cost
savings, Favourable currency movements, contrac-
tual increases in rents and purchases and sales led
fo a slight increase in net rental income. The in-
direct investment result amounted to NLG 91.3 min
in 1997 (1996: NLG 118.6 mln), consisting of
NLG 31.8 min arising from asset revaluations and
NLG 59.5 mln from currency movements and other
items. Net assets value per share, calculated on the
basis of the number of ordinary shares in issue at
the end of the year ranking for dividend amounted
to NLG 101,43 as against NLG 94.13 at the end of
1996.

Movements in net assets value per ordinary share rank-
ing for dividend (= NLG 1)

1997 1996

Nel assets value at Japuary 1

before distribution of prafits 101.38 93.46
Less: previous vear’s dividend 7.25 T.2a
94.13 86.21

Direct investiment result:
~ Profit 8.22 7.55
— Other itemns - 0.07
Indirect investment result.
- Revaluation 1.93 2.32
- Exchange rale dilferences/

other movements 3.60 5.08
- Effect of share issues and

stockdividend 0,80 0.15
Net assets value at December 31,
before distribution of profits 108.68 101.38
Less: (proposed) cash dividend 7.25 725
Nel assets value at December 31,
net of (proposed) cash dividend 101.43 24.13

Equity and debt financing

Wereldhave aims to maintain sound balance sheet
ratios to enable it to raise finance quickly for future
investments and to limit its sensitivity to possible
rises in interest rates. Shareholders opted for bonus
shares rather than a cash distribution for 1996 in
respect of 48% of the outstanding share capital.
This led to an increase of 453,937 shares to bring
the total number in issue to nearly 16.5 min.
Favourable currency movements and asset revalua-
tions have also contributed to the growth in
shareholders’ equity The sharp rise mainly in the
US Dollar (16%) and Sterling (13%) exchange rates
boosted shareholders’ equity by NLG 67.7 min. At
the end of 1997 shareholders’ equity, net of pro-
posed cash dividend, amounted to NLG 1,680.7
min. Longterm debt has been reduced further to
NLG 640.2 min (1996: NLG 816.4 min).As from 1997
working capital is no longer netted out in the pres-




entation of the balance sheet figures. Shareholders’
equity represented §2.2% of total assets, as against
n7.2% at the end of 1996.

As in 1996, longterm interest rates fell in all the
countries in which Wereldhave operates. As mone-
tary policy in the countries seeking to qualify for
membership of the EMU (European Monetary
Union) has converged, money-market rates in these
countries have moved towards a common level. In
Northern Europe this has meant higher shortterm
interest rates. On the other hand inflation has
remained very moderate and the commitments
agreed under the Stabitity Pacl mean that inflation
prospects are favourable. In view of these circum-
stances Wereldhave lias continued to borrow at
variable rates, albeit to a lesser degree than in 1996
(45% at yearend compared to over 80% a year ear-
lier). In 1998 Wereldhave intends to finance de-
velopment prejects in first instance at variable rates,
Should interest rate movements so indicate, the
company will utilise rate-fixing facilities in loan
covenants and other opportunities for consolidat-
ing interest rates. At the end of 1997 the average
rate payable on all borrowings amounted to 6.9%
(1996: 5.7%), principally as a result of the lapsing of
a swap transaction in Sterling whereby the interest
payment in question reverted from variable to
fixed rate. Total interest charges were substantially
lower than in 1996 thanks to, inter alia, loan repay-
ments. Wereldhave aims for a balanced spread of
maturities over the medium term with due regard
for the flexibility required for investments and
sales.

Currencies

Wereldhave aims to pursue a currency hedging
policy which is simple and understandable o
shareholders. This means that the relationship
between debt finance and total assets, currentiy
37.8%, is taken as the guideline for hedging cur-
rency risks on the various national portiolios.
The effect of currency movements is moderated
principally by financing in local currency In addi-
tion the Company takes account of the progress
being made towards the establishiment of the EMU
when deciding upon its hedging policy If the intro-
duction of the Euro goes ahead as planned on
January 1, 1989 Wereldhave will as far as possible

adopt Euro-bookkeeping with immediate effect
and use the Euro for the anmual accounts, billing
and similar transactions to the extent that legal,
economic and fiscal factors permit,

Dividend

Wereldhave recognises the preference of certain
categories of sharehoiders for a tax-iree distribution
of bonus shares. The company's dividend policy,
however, is determined largely by the tax legisla-
tion governing investment institutions. In principle
there is an obligation to distribute a cash dividend
at least equal to the profit as calculated for tax pur-
poses. To calculate this distribution requirement,
capital losses for tax purposes, to the extent that
they can no longer be charged to the re-investment
reserve, are deducted from the profit for tax pur
poses. During the period 19492-1995 the Company
earned substantial financial profits but capital loss-
es for tax purposes meant that there was no distri-
bution requirement. As a resull of capital gains in
1996 and 1997 the distribution deficiencies over
the past vears have been compensated, so that over
the year 1997 the distribution requirement revived.
Over 1997, a full optional dividend can be pro-
posed to the Annual General Meeting of Sharehol-
ders. A choice will be offered between a full cash
dividend of NLG 7.25 or a tax-free dividend in the
form of bonus shares to be charged to the tax-
exempied share premium reserve. The distribution
rate for the bonus shares will be announced on
March 20, 1998, In view of Wereldhave's approach
to its business which takes account of continuous
investment outlays, it is desirable to retain part
of the profit within the Company The Board of
Management considers a dividend payout ratio of
75% to 85% of commercial profits, a level already
usual in the United States, to be appropriate. The
distribution requirement obviously will be taken
into account. This payout policy, which is reflected
in the dividend proposal described above, will
have a positive effect on profitability



Share price performance

Wereldhave shareholders enjoyed a total return on
their shares of 25.5% (assuming reinvestiment of the
dgividend) in 1897.This is 8.6% higher than the per-
formance figure of the Kempen Property Reinvest-
ment Index (AKX). There has been only a limited
reaction on the part of property share prices to low
interest yates. At the end of the year Wereldhave
shares carried a pricefearnings ratio of 15.4. Aver-
age daily turnover amounted to 60.000 shares.

The price/earning ratio’s (P/E) were as follows:

PIE TO97%) (W NLG 1) 1987 1996 1995
185 HMighest price 128350 HIDLOU 90.00
12.9 Lowest price  107.00 87.50 53.00
154 Closing price  127.40 108.00 89,00

Y Inthese matio's, profits per share are ealeulaled on the average nuim-
ber of shares in issue.

A number of major shareholders reduced their
holdings during 1997.This has led to a wider distri-
bution of share ownership and more active market
in Wereldhave's shares. Two institutions have
declared holdings of 5% or more in Wereldhave's
equity capital (ordinary shares plus preference
shares) as at December 31, 1997: Stichting Pen-
sioenfonds Rabobankorganisatie (Rabobank Pen-
sion Fund) with 5% and Stichting tot het houden
van Preferente en Prioriteltsaandelen B Wereld:
have (Foundation for the holding of Wereldhave
preference shares and B priority shares) with 7.5%.

Economic and financial developments

Inflation figtires, interest rates and cupency movie-
ments in 1997 reflected increased international
competition. One of the most remarkable develop-
ments i the field of economics and finance
was the combination of higher economic growth
rates and lower inflation. This phenomenon has
occurred not only in Continental Europe, where
the economy is still in the pracess of recovery, but
also in the United Kingdom and the United States.
The consensus ol opinion was that inflation in
these two countries would rise in the wake of
increasing tension in the labour market. This higher
inflation failed {o materialise. At least three reasons
can be found for this occurrence.

Firstly, firms are meeling increasing resistance to
passing on higher costs on to their customers. To
maintain their margins they are forced to pay more
attention to cutting costs. Consequently, many com-
panies have slimmed their organisations down and
carried out laboursaving measures. One measure
which is increasingly being considered, is the relo-
cation of corporate actwities in cheaper regions.

The rationalisation of government activities and
the unleashing of competitive forces through dere-
sulation have also contributed to lower inflation.
When deregulation is accompanied by a streamlin-
ing ol the apparatus of government, deficit falls.
Both Europe and the United States have seen sharp
drops in governments' financial deficits. The sign-
ing of the Stability Pact in Amsterdam points to low
budget deficits, not only in the immediate future,
but over the longer term as well. It is notable that
countries unable or unwilling to participate in the
EMU, nevertheless are attempting to meet the eli-
gibility criteria. Countries with an insufficiently flex-
ible economic structure such as Belgium, Germany
and France, continue to have problems in getting
iheir governments' finances in order despite today’s
much lower interest rates. The repeated postpone-
ment of necessary reforms in these countries has
led to structurally higher unemployment levels
which worsen budget deficits. Should money-
market rates rise in 1998 and 1999, they will be
required to force through the economic reforms in
question. A similar development is underway in
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Japan where the authorities had for years held off
needed reforms. The regional financial erisis is now
forcing other Asian countries, under pressure from
the IMF to implement reforms.

Another reason for the unexpected fall in inflation
rates is the personal sectors cautious attitude to
consumption expenditures, Employment uncer-
tainty can be one factor at work here, but also the
ageing of the population in Western countries.

As a result of aforementioned changes affecting
the corporate sector, governments and consumers,
a discussion has even arisen on the danger of
deflation. This scenario is not entirely unrealistic
now that the currencies of exporting nations in
Asia have depreciated by so much. These lower
currency values mean that Western countries will
be confronted with increasing competition from
Asia.

The statistical material currently available seems to
indicate that almost all European countries will
meet the criteria set by the Treaty of Maastricht. Re-
cent strength of the US. Dollar and the Sterling
show that the financial markets are not entirely
convinced that the Euro will be a hard currency:
Further intensification of competition within a sin-
gle Euro zone will put countries with less flexible
economic structures under even greater pressure
to carry out reforms. This opens the way to consis-
tently low inflation, low interest rates and stable
currencies.

The fact that, over a longer period. construction
costs keep pace with the rate of inflation but rents
do not, means that initial net rental yields are too
low. Factors such as low longderm interest rates
and new peaks in Equity prices have led to a
renewed increase in property as an investment,
One result has been a rush of funds for investment.
A direct comparison of net rental vields and net
returns on longterm bonds would seem to indi-
cate ample room for capital gain. By approaching
property in this way as a ‘financial asset’ requiring
no depreciation, many investors are currently
accepting initial yields which are in fact too low
This trend is being reinforced by low nominal inter-
est rates since some participants in the market are
assuming that extra profits can be earned on
property investment through financial leverage. We
are lherefore seeing an increase in new building
which can be assumed to lead to rising vacancy
rates.

Excess supply means increasing competition to let
properties: competition of which tenants will only
be to willing to take advantage. The first property ta
find a tenant is the one which combines the lowest
price with the best facilities. The requirements
which tenants place on their accommodation tend
to change rapidly A direct result of intensified com-
petition and the continual shrinkage of product life
cycles is the need for flexibility in the amount of
space and rental periods. The technical require-
ments by tenants on accommodation are also
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changing rapidly. Adapting existing properties to
these changing demands involves heavy expendi-
tures for structural changes or alterations to instal-
lations, so that the investor has to choose between
extensive additional costs or lower rental income.
A more attractive option is to construct new
accommodation meeting the users requirements
at the construction stage, since this is more eco-
nomical.

By building new properties Wereldhave can add to
its portfolio investinents meeting all these require-
ments. Knowledge of property users and their
demands is an absolute necessity for developing
new properties. On the other hand Wereldhaye
must take care that meeting the specific require-
ments of the targeted tenants does not result in a
building of limited functionality.

By combining its expertise in property ownership
with its knowledge of shifts in property users’
requirements, Wereldhave can improve its return
on investment. This improvement can be found not
only in easier letting. When Wereldhave directs the
construction process the price of the property is
determined not by the yield which the developer
seeks on his investment, but by the actual costs of
construction and  development. Once all the
required permits have been granted Wereldhave
lets construction commence and can apply the
developers margin to improving the product, The
risk involved differs little from that involved in buy-
ing a ready-built property: the difference lies in the
return on investment.

In addition Wereldhave can raise profits by man-
aging the portfolio itself, This yields economies of
scale in the purchase of goods and services elc.
The owner who keeps in direct touch with his ten-
ants when managing the property is the first to dis-
cover changes in requirements. In this way owners
can progress to becoming providers of both
accommodation and related services. to help their
tenants work more productively. In-house manage-
ment also allows the property owner to take
account of tenants’ wishes at an earlier stage and
monitor directly and continuously their properties’
maintenance requirements  and  marketability.
Management can thus be considered an essential

10

part of the business ol propeity ownership which
increases not only the owners knowledge bul his
profits also.

By combining these three activities. developmert.
investment and managemenl. under one roof
Wereldhave can harvest synergetic advantages.
The tenant also benefits from this improvement in
service. In this way the management ol a property
company creates added value. In the final analysis
this added value benefits tenants and share-
holders,

The following table shows the composition of
the Company’s investment property portfolio and
the distribution of the investments for the periad
1993-1997.

1997 199 1895 1994 1993

Distribution

of investment

properties (%)

Shops 1 12 i 3T A5
Olfices 4 1 19 aa A
Other coriercial 13 4 ¥ 8 1
Geographical distribution

of investments (%)

Belginm 19 18 14 17 11
Germany 3 3 1l 1 |
France 13 12 12 13 15
Hungary < <l <] <l <|
The Netherlands 26 2] 24 2 23
Spain 2 2 3 4 k|
United Kingdom 25 31 25 26 26
United States 11 12 12 L 17

The share of retail property in the portfolio fell to
41" at the end of 1997 There was also a drop in the
share of office properties to 46"%. The residual cate-
gory, which includes industrial property and apart-
ments, saw its share rise to 13", These changes can
be traced principally to the disposal of the Carna-
by Estate, in the UK, in February 1997 and the pur-
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Distribution of investment properties

100 | A —7
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1997 1996 1905 1994 1993

Shops W Offices Il Other

chase of eleven industrial properties from the
Nedlloyd Group. The geographical distribution of
investiments now shows a higher share in Continen-

tal Europe (64") of the total portfolio (1996: 57%).

Properties were acquired in the Netherlands.
Belgium and the United States for NLG 1154 min.
There were disposals in Belgium, Spain, the United
Kingdom and the United States amounting to
NLG 485.6 mln. Investments in improvements and
additions to the portfolio amounted to NLG G8.7
mln. There was a net upward revaluation of 1.3% to
the value of the portfolio. The French, Spanish,
Hungarian, British and American portfolios were
valued upwards. Downward adjustments took
place in Belgium, Germany and the Netherlands.
At the end of 1997 the portfolio had a total value of
NLG 2403.0 mIn. The average occupancy rate in
1997 was 93.6%.

(investment and trading portfolio)

Over the past ten vears properties to the value of
NLG 1899 min have been sold, an average of
approximately 7" per annum,

Net proceeds
(% NLG 1mln)

Nether-  Bel- France Ger- Spain UK. US. Total

lands  ginm many
R8s 250 137 . - 326 - s
1988 972 T - - M7 180 J25
145400 (13.9 = - - L - 1370
1991 16.2 - - - - 16748 - 12341
34 7] S5 - 174 - - 2531 - 13,0
993 675 T8 = 1470 =~ 4 - 388
1994 10.3 - - - - §04 . LT
1995 L7 -~ 3 - - i3 - 36.2
1996 B34 358 - - - 103 - 1258
1997 1.5 190 - = g0 3450 114 145.6
TR 15348 WMWET WMED 00 8738 1300 18987
Geographical distribution of investments (in %)
1997
B Netherlands B Germany
Belgium I Hungary
~ France T United Kingdom
— Spain ¥ United States
11



Net proceeds
(as a % of book value)

Nether- Bel France Ger Spain UK. US,  Tofal
lands gium many

188 07 11t - 123 1G]
1989 9 151 141 122
1980 105 - 118 111
1591 HG - e 100
1992 112 = ¥ 102 - L
1993 113 02 13
19 103 - 102 162
1995 13 a7 103 a8
L6 100 107 102
19497 124 - 101 2

aveyage 104 10 101 170 ; 107

As the table shows sales proceeds exceeded the
book value at the preceding yearend. Cwrency
movements have been eliminated.

The key economic figures in the following national
market reviews have been drawn from the Decem-
ber 1997 edition of the OECD publication ‘Eco-
nomic Outlook’. The revaluation figures have been
calculated in local currencies. The occupancy rate
is defined as: gross rental income (assuming zero
vacancies) minus rental losses due to voids,
expressed as a percentage of gross rental income.

Eeonomic growth

Inflation

Growth in private consumpion
Growth in employment
Unemployment rate

The Brussels' office market is characterised by in-
creasing competition between the various suppliers
of office accommodation, Despite an increase in
the gross absorption of office space vacancies hayve
risen. The increase in the take-up is principally the
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result of the decision of the European Commission
to purchase the Berlaymont building, which is
undergoing a total renovation that will take until
2001, There is a manifest demand for new or
thoroughly renovated buildings. At the same time
buildings dating back to the 1960 and 1970,
which have not been renovated or are less well
located are out of favour Rents for such properties
have recorded a decided fall. It is to be expected
that this trend will continue given that a large
number of new construction projects and renova-
tions are being carried out with a total floor space
of ca. 150,000 m?.

Rents for retail space in top locations fell slightly
during 1997. The principal underlying reason was
the pressure on consumers purchasing power
Vacancies remained low in the main shopping
streets and in shopping centres. There has been a
clear fall in rents for retail properties in A-2 loca-
tions, where vacancy rates of 5% are not unusual.
Thanks to the generally good parking facilities
shopping centres are gaining popularity Con-
sumers are increasingly coming o view shopping
as a form of relaxation (‘fun shopping’). Those
shopping centres that can cater to this demand
generate the largest nummbers of visitors.

There was a relatively large number of investment
transactions, partly as a result of mergers and
shares-forproperty exchanges on the establishment
of the first two Belgian commercial property ‘bevaks’,
closed-end investment companies. During 1997
Wereldhave sold the office building at 139-141,
Koningsstraat, Brussels and purchased a site at Ni-
velles for the further expansion of the company’s
Nivelles shopping centre. The Joseph 11 renovation
project is proceeding apace and completion is
planned for the end of May, 1998. Discussions an
letting are in progress.

On January 13, 1998 Wereldhave received clear-
ance from the Commiitee for Banks and Financial
Institutions for the establishment of a property
bevak. A bevak is in many ways comparable to a
Dutch investment company. Wereldhave's Belgian
propetties and its Belgian property management
organisation are brought into the bevak, The man-
agement of the bevak is carried out by a company




specially set up for this purpose. This company is a
fully-owned subsidiary of Wereldhave, the manage-
ment of which consists of two members of Wereld-
have’s Board ol Management and two independent
members, One condition for the establishment of a
bevak is that at least 30", of the shares are offered
for sale within a vear. The shares will be quoted on
the Brussels Stock Exchange, The establishment of
a bevak leads to a significant improvement in the
fax structure.

The occupancy rate of the Belgian portfolio
amounted to 96.8%, In view of market develop-
ments the valuation of the portfolio was reduced
by 1.8%. At the end of 1997 the value of the port-
folio, including development properties, amounted
to NLG 463.7 min.

Iesrpenvnt boery oo 30 Ko loise 1 IR

1997 1996
Eeonamic growlh 24 (e
Inflation 0.4 1.0
Growth in private consumption 9 13
Growth in emplovment =13 -
Unemplovment rate 114 0.3

The recovery of the German economy is not stimu-
lating growth in emplovment, This means that in
the short term no fundamental recovery in the
German office market is in sight. Most German
cities are still struggling with the effects of the
excess building of the early 1990%, Vacancy rates
average 8%, At one extreme Leipzig has vacancies
of 30, whereas in Munich vacancies are practical-
ly unknown. Gross take-up stopped falling in 1997
but there still has been no recovery in the market,
High vacancy levels are depressing rents on new
lettings. Owners of office properties are more or
less compelled to invest heavily in their buildings
in order to attract tenants. These investments are
out of all proportion to the incremental returns
which they vield, Disappointing economic growth
and high unemplovinent have made the German
retail property market an equally unattractive pro-
position. Shop rents have fallen in a number of
cities.

Hardly any foreign institutions are still active on
the investment market. Net initial vields for offices
have been stuck at an average of 5.57 for several
years, True market rents vary between DM 30 and
DM 40 per m* per month. Higher rents can be
achieved only in very exclusive locations such as
the centres of Berlin and Frankfurt, where land is
very expensive. Despite falling rents demand foy
retail property of German investors has increased
because the initial net yields are higher than for
offices. Industrial properties are sought after for the
same reason. In the light of market development
the valuation of the office building at 21, Taunusan-
lage was lowered by 13.3% to NLG 62.5 mln.
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Parinor

Centre Commercial Régional

Parinior Shopping Centre. le Haul de Galy,
\ulnav-sous-Bois




1987

Eeonomic growth

Inflation

Growth in private consumplion
Growth in emplovinent
Unemploynent rate
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The warst of the property cycle seams to be over
for the Paiis office market. Gross absorption
increased in 1997 and the available supply
decreased. Al 10'% the vacancy level is still high. In
most cases the properties alfected are old, neffi-
cient oifice buildings in the centre of Payis. In view
of the high price of ground sites it is to he expoct
ed that this space will be reallocated to luxuyy resi-
dential flats, There is a lack of office space. particu-
layly for floorspaces from 5,000 m* upwards, with
adequate parking space in the immediate vicinity
There is a striking increasing interest in large, old
office buildings in the western part of Paris which,
in time, will be available for redevelopment. True
markel rents have stayed more or less stable al
around FRF 2,000 to 2,500 per me For the French
retail property market 1997 was an unremarkable
vear, Disappointing economic growth and high
unemployment provide little lesway for higher
retail turnover. The so-called Raffarindaw, which
restricts the development of new shopping centres,
has made the redevelopment of existing shopping
cenhres a more altractive proposition, The marlket
for industrial property is showing signs of recovery
in so far as the properties in question are in good
locations and satisfy the latest regulations and user
requirements, However, even in these cases rantal
increases are still absent.

Although recent developments are not uniformly
favourable there has been a clear recovery in inves-
tor confidence which has resulted in a marked
increase in the number of transactions. Wereldhave
has reached agreement on the sale of the property
ab 29-30 Quai de Dion Bouton, Puteaux in Decem-
her 1997, to be transferred in the first quarter of
1998. The sales proceeds are well in excess of the

book value at the end of 1996, Duning the vear
under review Wereldhave bought a new office
developmoent project at Levallois Perret (Paris).
Completion of this 20.600 m* project is planned for
the end of 1999, After a positive 3.4% revaluation
the value of the Trench portfolio amounted to
NLG 3234 min at the end of 1997, The occupaney
rate was 92.5%.

Economic giowth

fnflation

Groweth it privite consum|ation
Growth in emploviment
Linemploviment wale

The quickening pace of economic activity has led
to an increase in activity on the Budapest office
market and a drop m the vacancy level. Whereas
there wag a vacancy rate of 15% at the beginning of
1996 the level has fallen below 10% at yearend
1997. This has put an end to the downward pres:
sure on rents and to the concessions oifered to
attract tenants. However, there have still been no
increases in rents. Real interest rates are low (1% ta
2%) while construction costs are rising faster thar
the general price levels. stimulating investors inter-
est in Budapest office property Recently a number
of sales involving new, well-located, office proper-
ties have taken place at vields of 9 to 10%. Thiy
mereased nterest is spurning new building activity
and serves as an indication that there is little pros-
pect of real rental increases in the future either

There was also an improvement in the market for
refail property. Recently completed shopping cen-
tres are proving popular with the public. Despite
expansion in the number of retail outlets, renls in
the main shopping streets have not fallen and have
in some instances in fact risen. Foreign food retail
chains in particular, are looking for large sales areas,
Developments in the industrial property sector
have also been favourable. Rents in this sector of
the market have actually increased,




5 Auvinn Levuwenhockwes, Alphen aan den Rijn.
vl Ciend & Lows distidbution contre

e occupancy rate during the vear was 86,9, The
porttolio was revalued upwards by 5.7% to give a
value of NLG 9.8 min as at December 31, 1997,

1997 1996
Eeonomic growth .2 3.3
Inflation 9o 1.3
Growth in private consumjption 3.0 a0
Growth in emploviment a2 2.
Unemplovment rate a8 6.7

The recovery in the office market which began in
1996 took on much elearer contours in 1997, Pros-
perous economic developments go hand-in-hand
with a continuing demand for new. high-quality
office space. the available supply of which has
shrunk markedly in the last two years. As a result
companies are now encountering difficulties in
finding suitable accommodation. Although gross
take-up was slightly lower than in 1996 (1.5 min m”
as against 1.6 min m-) there has been a fairly sharp
drop in unlet space from 2.3 min m* to 1.7 mln m-,
The steepness of the fall is the result of the growth
in the number of office workers. The limited
amount of accommodation on the market is a con-
sequence of the cautious policy towards new
developments in recent vears. Falling vacancy rates
have a puositive effect on market rents. The reduc-
tion in available supply in 1997 was particularly
pronounced in Amsterdam and Utrecht. where
market rents rose by around 10" In The Hague and
Rotterdam. where there is a wider choice of accom-
modation, there has been very little rental growth.

Conditions on the retail property market are fairly
stable. During the first half of the 1990 there was a
rapid expansion in the amount of retail space.
whereas the growth in real incomes was slow.
The result was a stagnation in turnover per square
metre and in market rents. Rental growth is in evi-
dence mainly in those retail locations favoured by
consumers. [t is noteworthy that, over the last ten
vears, growth in retail rents in the main shopping

streets has failed to keep pace with inflation.
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Take-up on the market for industrial property can
be traced mainly to relocation, as tenants abandon
old, unrenovated buildings for new accommoda-
tion meeting the most recent regulations and user
requirements. The new buildings are often more
easily accessible. Vacancies are concentrated on
old industrial estates which are difficult to redevel-
op in view of their poor access.

The volume of investment transactions has risen.
Investor interest has been stimulated by the lofty
price/earnings ratios on the equity market, low
interest rates and the inereasing readiness of finan-
cial institutions to provide loans for the acquisition
of property Wereldhave acquired eleven industrial
properties for the Dutch portfolio in 1997 These are
let to companies belonging to the Nedlloyd Group
and all offer excellent access and ample opportu-

Shopping centre De Heuvel, Geldrop,




nity for expansion. In addition, Wereldhave bought
a parcel of land for the development of an office
building of approximately 2,100 m® in Delft, to be
completed by the end of 1998.A downward revalu-
ation of 3.7%, bringing the value at December 31,
1997 to NLG 613.8 min. was applied to the Dutch
portfolio to account for the expenses incurred in
acquiring the Nedlloyd properties and the expiry
of a number of rental contracts on office buildings
prior to their redevelopment or renovation. In 1997

)

the occupancy rate was 97.3%.

Spain

1987 1996
Eeonomic growlh i 2.3
Inflition 1.4 3.1
Growth in private consumplion Al %
Growth in employment 206 |36
Unemployment rate 21.0 222

There has been a steady improvemen! in the
Madrid office market in the wake of accelerating
economic growth. Gross take-up has increased and
the level of vacancies has gradually fallen to
500,000 m*. There has been a sharp fall in the avail-
ability ol new, high-quality office space in the
Centre. This is one of the reasons behind the relo-
cation of companies to the periphery, where new
office accommodation can still be found True may-
ket rents vary between an average ol ESB 2,000 and
ESB 2,500 per m* per month in the centre of
Madrid and between ESB 1,500 and ESB 2,000 in
the outskirts of the city The Barcelona office mai-
ket has also improved as a result of lower vacancy
levels resulting from an increase in gross take-up.
There is little in the way of development projects
coming to the market in either Madrid or Barcelo-
na at this moment so that a further reduction in
vacancy levels is to be expected. Market rafes in
Barcelona are still fairly low: ESB 1500 to ESB
2,000 per m* per month. This is discouraging con-
struction activity in the centre, so that a further
merease in interest in peripheral accommodation
is predicted. The current vacancy rate in both cities
amounts to approximately 8%.

Conditions on the markets for retail property have
been improving. Turnover has increased. enabling

shopkeepers to afford the frequently high initiai
rents in new shopping centres,

Investor interest in property has heen increasing
following the sharp fall in interest rates leading to
slight drop in net initial vields to a fairly low level
(G.5% to 7%).There is an especially lively demand
for industrial properties let on long-term contracts,
Initial yields on these investments are frequently
fairly high and it is precisely properties of this type
which profit most from falis in interest rates, with
expected intensified competition in this market
segment. During the year under review Wereldhave
sold the property al 124, Ramnbla de Cataluha. Bar-
celona for a sum in excess of the hook value at the
end of 1996, In line with market developments the
valuation of the portfolio was raised by 8.3% to
NLG 49.9 min. The occupancy rate was 84.1%.
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Ciffices at 76, Cannom Steeet, Landon (BC3)

1997 199G

Economic growth a1 3.3
Inflation 2.3 3.0
Cirowth in priviste consuiption |1 1.5
Growth in employinent 1.7 1.1
Lnemploymment rate 3,0 8.0

There was a [urther recovery in British office prop-
erty markets in 1997, Central London in particular
has seen an increase in demand, Gross take-up
in the City amounted to around 400,000 m- com-
pared to an annual average of 300,000 m* over
the previous ten vears. Gross take-up has also
increased in the West End and the edges of Greatei
London. The rise in absorption has also pushed
back the level of vacancies, For London as a whole
the vacancy rate fell from around 12% at the begin-
ning of 1995 to circa 8% at the end 1997, with a
much steeper drop in the City. Hardly any new, high-
quality office accommodation is available in the
City and market rents for offices of this type have
risen by about 12.5%. A similar development has
taken place in the West End. Rents have also
increased in Londons western periphery and in
the Docklands. Rents in the larger provincial office
markets have shown little change, averaging
approximately GBP 200 per m- per vear.

Retail property markets had an excellent year
Market rents in Central London reached new
records at GBP 3.500 to GBP 4.000 per m* per vear.
Larger shops i the main shopping streets have
attracted the greatest interest. Shopkeepers outside
London have also seen their sales grow,

The investment market is flourishing given the
good prospects for continued rental growth and
the renewed willingness of financial institutions to
finance property purchases. Rental vields have
shawn little movement. The typical term of new
leases has fallen from 25 years to 10 to 15 years but
the break clauses applicable after 5 or 10 years
have disappeared. Break clauses in old contracts
are making investors more aware of the risk of
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vacancies. The rise in City rents can be expected
to lead to a revival in new construction activity in
areas such as the periphery and the Docklands.
During the year under review Wereldhave com-
pleted the sale of the Carnaby Estate. which was
sold in December 1996. It also sold 15 buildings for
an amount in excess of their hook value at the end
of 1996. The valuation of the British properties was
raised by 9% In 1997 and the value of the portfolio
at the end of the year amounted to NLG 608.7 min.
The occupancy rate over 1997 was 97.9%.

1997 1996
Economic growth 3.8 2.8
Inflation 20 p' £
Growth in private consumption 3.3 2.6
Growth in employment 22 L4
Unemplovment rate 5.0 2

The American economy is proving to he remark-
ably resilient. Economic activity and levels of
employment have grown more strongly than
expected. Offices, industrial properties and hotels
have been the main beneficiaries. Vacancies have
fallen in almost all office markets. This has resulted



The At develapment, Richaredsen

in rising market rents. Office vacancy rates are
lower in suburban markets than in the central busi-
ness districts of the large cities, In many suburbar
markets rents have risen o levels at which new
construction is again an economic proposition.
This is not yet valid in the case of the central busi-
ness districts.

Stiff competition from ‘factory outlets’ is putting
downward pressure on retail property markets. In-
creasing purchases via the Internet is already
depressing sales in the shops. Retail property profit
growth is therefore lagging behind the office sector

As new apartment buildings come on to the mar-
ket competition for tenants is intensifving. Many of
the new projects are not in the vicinily of existing
amenities, Those which are closer thus have an
advantage over apartment buildings on peripheral
sites. Apart from location the quality of the build-
ing. the size of the flats. the facilities provided and.
above all, the rent are important factors, Older, fre-
quently smaller flats are mostly on offer for a low
rent. [n cities where many high<technology compa-
nies are located the level of rents is of minor
importance since the workforce is well paid and
highly mobile,

The number of investment transactions has
increased strongly. partly because of low long-term
interest rates. This means that good properties are
snapped up quickly, often for a high price. During
the year under review Wereldhave sold the proper-
lies at 83 Maiden Lane and 20 Fxchange Place,
New York. Proceeds were in excess of book value at
vearend 1996. Construction of the Arboretum
apartment complex in Richardson is progressing
well and will be completed in the second quarter
of T1998. In Austin, Texas, Wereldhave has bought
two parcels of land for the development of three
office buildings with completion in the first half
of 1999, A positive revaluation added 3.2% to
the value of the portfolio. which amounted to
NLG 271.1 min at the end of the year. The occupan-
cy rate was 82.7 ).

Wereldhave emploved an average of 105 staff
in 1997 (1996G: 119), 63 (1996: 75) of whom worked
for the local management offices in Brussels, The
Hague, London, Madrid, Paris and New York, In view
of the disposal of The Carnaby Estate the number
of employvees working for the British management
organisation has been reduced to a number in
keeping with the size of the local portfolio. With
increasing emphasis being placed on building new
property  we have directed our attention to
strengthening our Building department. We should
like to take this opportunity to thank our staff for
their hard work and commitment.

Wereldhave has al its disposal an integrated central
information system on real estate and finance. to
support all operational activities, to prepare invest-
ments and disposals of property; the valuation of
real estale and the forecasts of results. All forecasts
of the system are based on parameters that are
determined by the Board of Management. We are
of the opinion that these forecasts offer a clear
view on the development of results and enable
reliable financial information to all parties con-
cerned.

The millennium change will pose no difficulties
for Wereldhave's central information system, The
system is based on a mainframe and database
technology. The provider of the system software has
stated in writing that it will continue to perform in
the next century. All date fields in the system have
four positions for the year An extensive test will be
carried out in mid-1998 with January 1.2000 as test
date for the system.



Despite the crises in Asia prospects for 1998 are
reasonably good. The European economy is still in
a recovery phase, whereas the American economy
continues to produce good results thanks to a con-
sistently high level of investment. On the other
hand the Asian crisis will exert a negative effect,
through slowing of the growth in international
trade, on economic growth and positive employ-
ment trends a further improvement in property
markets can be expected. Over the slightly longer
term, however, new construction projects will lead
lo increasing competition on the property market,
Despite growth in disposable income shopkeepers
will be confronted with stiff competition from
expansive retail chains which are willing to accept
lower margins. These developments will restrict the
scope for raising rents.

Wereldhave's policy is guided by the profit per
share. Higher profits are to be achieved through a
steady rejuvenation of the portfolio. The Company
fulfils an active role in this process, not so much as
a purchaser of properties but as an active partici-
pant in commissioning new development projects.
In view of Wereldhave's integrated approach to
property the Company combines specific expertise
in the field of property management and owner-
ship with insight into the wishes of users of proper-
ty. As soon as clearance has been given for con-
struction of a new building Wereldhave enters into
direct negotiation with the builder By regularly
disposing of older properties and adding new
buildings to the portfolio, the average age of the
portfolio is lowered. This reduces the sums which
have to be invested each year to maintain the
portfolios attractiveness to potential tenants,
This policy towards the development and selection
of properties is an aid towards improving Wereld-
have’s return on equity and profits per share.
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[n view of economic developments and corporate
policy set out above Wereldhave expects an
improvement in the investment results and a fur-
ther increase in profits per share. The income from
the reinvestment of the proceeds from property
sales will contribute towards higher profits. In addi-
tion, rental income will increase as development
properties completed in 1998 are let,

Board of Management Wereldhave N.V.
G.C.J. Verweij

R.L.M. de Ruijter

The Hague, February 26, 1998
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after proposed distribution of profits (x NLG | min)*

Assets

Investments
Property investments

Accounts receivable

Other assets

Liabilities
Shareholders’ equity

Provisions

Long-term debt
loans
other liabilities

Short-term liabilities

* See note 7 on page 29 and the proposed distribution of profits on page 35

note 1997
] 2,403.0
2 21.5
3 278.2
2,702.7
1,680.7
i 45.2
5 630.6
6 9.6
640.2
7 336.6
2,702.7

1996

[
Ul
-
—
3%

39.3

101.0

o
]
—
¥}

1,517.4

36.0

805.5
10.9

816.4
281.7

26515




Consolidated profit and loss account for 1997

(x NLG 1 min)

note

1997

1996

Investment income
gross rental income 1
operating costs

-

net rental income 1

Costs
interest costs
general costs

(3%

w

result before tax
taxes on corporate income

Profit after tax

231.1

J. 431

J. 399
Jo 119

188.0

J. 518

136.2

136.0

2254

£ 39.6

s 504
4 13.8

Movements in shareholders’ equity in 1997

(x NLG 1 min)

185.8

A 642

121.6

1215

Direct investment result
— profit after tax
— other

Indirect investment result

— movements in reserves as a
result of differences in
valuations and exchange rates

— other

Proposed dividend
Dividend not paid out for
1996 resp. 1995

Issues of shares

Increase
in shareholders’ equity

1997

1996

136.0

90.9
0.4

136.0

91.3
A 119.9

55.9

163.3

118.6

I
11.8

327

199.1
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Consolidated cash flow statement for 199

(x NLG 1 min)

1997 1996

Cash flow from operational
activities

direct investment result 136.0 122.7
movements in accounts

receivable 17.8 10.0
movements in other assets 0.6 A 0.5
movements in short-term

liabilities 54.9 68.7
movements in provisions 0.6 0.9

209.9 201.8
Cash flow from
investment activities

investment in property J. 184.1 4. 1185
disposals of property 478.4 127.0
other movements in

revaluation reserve 0.6 P 2.0

294.9

wl
]

Cash flow from
finance activities

new loans 13.7 29.6
redemptions on loans J. 239.4 4 1587
movements in other long-term

liabilities o 13 2.6
dividend /. 64.0 i T
share issues - 327
other movements in

revaluation reserve - g 0.5

o 2812 I

net cash flow 213.6 44.1
exchange rate differences . 35.8 A 0.3

Increase in cash and bank balances 177.8 43.8




Notes 1o the acconnis

Consolidation

Companies which form a group with Wereldhave, are
included in the consolidated annual accounts. Interests
of less than 1007 are consolidated on a propartional
basis. Proportional consolidation provides a divect illus-
tration of the magnitude of Wereldhave's investments
and related assets. liabilities and vesults,

Foreign currencies

Balance sheet items are translated into Dutch Guilders
al yearend rates of exchange. The results denominated
in foreign currencies are converted at period average
rales ol exchange. Exchange rate  differences are
accounted for under the revaluation reserve,

The values of assets and liabilities denominated in for-
eign currencies have been converted to guilders at the
following yearend rates of exchange:

1997 1996
100) BEF NLG 5.463 NLG 5447
100 FRF 33.68 33.20
100 ESP 1.331 1.331
1 DEM 1.12705 1.12285
100 HUF 0.985 1.059
| GBP 3.342 2061
1 USD 2.019 1.7945
Tax status

Wereldhave N.V.has the tax status of an investment com-
pany in accordance with Article 28 of the Netherlands
‘Wet op de vennootschapshelasting 1969 (Corporation
Tax Act 1969), This means that no corporation tax is to
be paid in the Netherands, provided that certain condi-
tions are met. The main conditions concemn the require-
ment to distribute the taxable profit as dividend and the
restrictions with respect to financing of investments with
loans. There is no requirement to include surpluses, aris-
ing on disposal of investments, in the taxable profit to be
distributed.

Basis of valuation for assets
and liabilities

General

Assets, liabilities and provisions are included at their
nominal value, except in those cases where a dilferent
basis of valuation is disclosed in the notes to the
accounts,

Investments

Investment properties

Investment properties are valued at open market value.
Open marke! value is based on market rents less operat-
ing costs. The net capitalisation factor and the present
value of the differences between market rent and con-
tracted rent, vacancies and investments needed in the
future are caleulated for each property to determine the
open market value. Selling costs are deducted from this
value.

Half of the portfolio is valued at open market value by
independent external valuers on June 30 and the other
half on December 31 of each year The open market
value of those praperties not appraised by external
valuers is subjected to internal valuation by the same
method. Differences against the previous valuations are
taken to the revaluation reserve.

Development properties

Development properties are valued at cost or at esti
mated market value if lower Development properties
transterred from investment properties are valued at esti-
mated market value. Cost includes commitments for
capital expenditure on works not vet undertaken as well
as the capitalised interest costs. After completion of the
(re)development the property is transferred to the cate-
gory of investment properties. A property is not consid-
ered to be a development property if the property has
been at least 75 per cent let, or one vear after the date
of certified practical completion of the development,
Differences against the previous valuations are accoun-
ted for in the revaluation reserve,
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Provisions

Provisions are created Lo meel possible future labilities
or yisks. The provision for contingent tax labilities repre-
sents the discounted value of contingent liabilities
o taxation avising from differences between the valua-
fion for tax purposes. taking into account allowable tax
iosses.

Accounting policies for determining
results

Investment income
Cross rental income

Gross rental income is made up of rents charged 1o (en-
ants for the year, Service costs recoverable from tenanis
are not included in either rental income nor in operal-
ing costs,

Operating costs

These costs relate to operating costs altvibutable ta the
vear, of which the main elements are:

— maintenance costs

property tax

- insurance premivims

— managermernl costs and rent collection costs

service costs which cannot be charged (o tenaints
letling expenses.

No provision is made for depreciation on investiment
praoperties. lnvestment properties are valued at open
martket value (see above under Investment properties)
in which allowance is made for technical and eco-
nomic obsolescence.

nterest costs

Interest costs comprise interest attributable to the year
on loans, other labilities, accounts receivable and bank
balances and the differences in interest arising on
the conversion of financing arranged in foreign cunen-
cies. Capitalised interest atfributable fo investments is
deducted from the balance of interest paid and interest
received,
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General costs

General costs are those altributable 1o the year under
review, which relate to operational activities. The costs
which relate to assel management are deducted from
lotal general costs and charged to the indirect inves(-
ment result.

laxes v corporate incone

Under this heading are shown corporate tax and with-
holding tax related o the results from investments in
group companies in the vear under review.

Movements in shareholders’ equity

The schedule of movements in shareholders equity
presents the direct and the indirect investment result
and movements on account of share issues and divie
dend. The 1996 bonpus issue resulted in retained cash
dividends in 1997.

The direct investment result includes the profit afley tax
as stated in the profit and loss account and the current
vear's results comprised in the issue price of the shaves.

The principal components of the indiect investment
resutllt are the movements in reserves as a result of differ-
ences against the previous years valuations and
exchange rate differences. These movements include
valuation adjustments on investments, movements in
conlingent tax liabilities together with exchange rate dif-
ferences arising on forward currency transactions and
the conversion of results denominated in foreign curen-
cies,

Valuation differences, exchange rate differences and
movements in contingent tax liabilities are accounted
for in the revaluation reserve.




Notes to the consolidated balance sheet at

December ;} I')‘)T
(% NLG 1 iniln)

Property investments

Investment properties
Development properties

Investment properties
balance at January 1

exchange rate differences

purchases/expenditures
transferred to development properties

disposals

revaluation

balance at December 31

Development properties

balance at January |
exchange rate differences

purchases/expenditures
transferred from investment properties

balance at December 31

Accounts receivable

debtors

prepaid costs
taxes recoverable
other

1997 1996
2,303.5 2464.7
99.5 465
2,403.0 2511.2
2,464.7 2.331.6
154.2 146.7
2,618.9 24783
133.2 76.2
Y =
2,750.1 2554.5
J. 478.4 127.0
2,271.7 24275
31.8 37.2
2,303.5 2464.7
46.5 3.2
0.1 -
16.6 32
50.9 133
2.0 -
99.5 465
9.3 16.8
4.1 11.8
0.2 13
7.9 6.4
21.5 39.3
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Other assets

cash and bank balances

office equipment and cars

Provisions

provisions for contingent tax liabilities

1997 1996
274.9 97.1
3.3 3.9
278.2 101.0
45.2 36.0

The provision for contingent tax labilities is considered to be mainly of a long-term nature.

Loans

balance at January 1
exchange rate differences

new loans
redemptions

less: short term loans

balance at December 31

Redemption scheme
110 2 year

- 210 5 vear

5 years or more

805.5 874.3

50.8 54.1
856.3 928.6

13.7 29.6
188.9 152.7
681.1 805.5

50.5 -
630.6 805.5
100.0 088
313.5 5357.5
217.1 148.1
630.6 805.5




6

w

Loans to the amount of NLG 167.1 min are secured on property (1996: NLG 208.1 min)

Loans can be illustrated as follows;

Currency Distribution percentage Average interest rate
December 31 December 31
1997 1996 1997 1996
NLG 23.8 26.1 6.1 4.7
BEF 19.5 20.3 4.0 37
FRF - 6.2 - 3.9
ESB 2.5 29 5.4 7.0
GBP 31.8 294 9.7 )
USh 22.4 15.1 6.6 74
100.0 100.0 6.9 5.7
Other long-term liabilities
This item consists of tenants’ deposits
Short-term liabilities
1997 1996
short-term portion long-term liabilities 50.5 -
dividend 120.2 116.9
taxes 16.9 17.0
fixed-term loans and overdralts 65.7 58.0
creditors and other liabilities 83.3 88.8
336.6 281.7

Dividend includes the sum needed to meet dividend obligations in respect of the financial

vear should ali shareholders opt for a cash dividend.

Items not included in the balance sheet

In 1997 agreement was reached with third parties to sell property to the value of NLG 43.8
min and to purchase property to the amount of NLG 139.1 min in 1998 and 1999,

Events after balance sheet date

In January 1998 a vastgoedbevak (closed-end property investment company) was founded
in Belgium. As a resull of the contribution of the Belgian portfolio a fiscal setflement will
take place, after which both resuits and capital gains will be tax-exempted, provided the re-
quirement to distribute to shareholders at least 80% of the profit for tax purposes will be

complied with.
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Notes to the consolidated profit and loss

for 1997
(x NLG I min)

account

Net rental income

The Netherlands
Belgium

France

Spain

Germany
Hungary

United Kingdom
United States

Offices
Shops
Other

Interest costs

interest paid
interest received

less: capitalised interest

General costs

personnel

remuneration of Supervisory Board
external advisors  and auditors’ fees

other

less: costs of asset management

(iross Net

rental income Operating costs rental income

1997 1996 1997 1996 1997 1996

67.2 57.0 9.2 03 58.0 49.7

35.5 38.8 2.3 1.8 33.2 37.0

248 2.7 3.6 1.0 21.2 18.7

4.1 1.1 2.2 1.9 1.9 22

3.7 4.7 0.3 0.3 3.4 1.4

1.6 19 0.3 0.1 1.3 1.8

58.4 64.5 10.2 14.7 48.2 19.8

35.8 31.7 15.0 9.5 20.8 22.

231.1 2254 43.1 39.6 188.0 185.8

115.3 1173 > ¥ | 25.1 87.6 92.4

85.6 85.9 11.6 11.9 74.0 74.0

30.2 22.0 3.8 26 26.4 194

231.1 2254 43.1 39.6 188.0 185.8

Loss of rental income due to voids amounted to 6.4% of the theoretical rent (1996: 6.4".).
The theoretical rent is the sum of gross rental income and the loss of rent due to voids.

1997 1996

48.9 53.6

ofs 6.7 28

42,2 50.7

o 23 0.3

39.9 504

11.1 12.0

0.3 0.3

2.0 1.5

2.3 1.8

15.7 18.6

s 38 18

11.9 13.8




Other

Salaries amounted in total to NLG 11.8 min (1996: NLG 12.2 mln),social security contributions
to NLG 2.1 min (1996: NLG 2.0 mln), and pension costs to NLG 3.7 mln (1996: NLG 3.2 min).
Of the total amount of NLG 17.6 mln, NLG 9.7 mln is included in general costs (personnel),
NLG 7.1 min in operating costs and NLG 0.8 mIn in investments. The remuneration of the
members of the Board of Management and former Board members amounts to NLG 1.3 min
(1996: NLG 1.1 mln) including social security contributions and pension costs. An average of
105 people has been emploved by the Company during 1997 (1996; 119),

Company balance sheet at December 31, 1997

after proposed distribution of profits (x NLG 1 min)*

Assets

Investments
property investments
investments in

group companies
other financial
investments

Accounts receivable

Other assets

Liabilities
Shareholders’ equity
issued share capital
share premium
revaluation reserve
general reserve

Long-term debt
loans
other liabilities

Short-term liabilities

“ See notes 9 on page 34 and the proposed distribution of profits on page 35

2,084.5

note 1997 1996
585.4 189.4
1 1,038.3 907.1
2 337.9 A
1,961.6 1.914.2
| 0.9 0.9
122.0 50.7
2,084.5 19658
1 3374 3283
5 1,387.1 1.396.2
6 .. 5713 662.6
1 527.5 455.5
1,680.7 15174
8 164.2 274.6
1.0 1.8
165.2 276.4
g 238.6 172.0
19658
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Company profit and loss account for 1997
{(x NLG 1 min)

note 1997 1996
result of group
companies 78.0 66.5
other result 10 58.0 55.0

Profit after tax 136.0 121.5

'
—

Notes to the company balance sheet at Decembe
1997 and profit and loss account for 1997
(x NLG 1 min)

General

For the basis of valuation of assets and liabilities and the accounting policies for determin-
ing the results, the reader is referred to the Notes to the accounts.

The Company has made use of the exemption referred to in Article 402, Title 9, Book 2 of the
Netherlands Civil Code.

Investments in group companies

Movements are as follows: 1997 1996
balance at January 1 907.1 783.9
investments/disposals 3.1 i

910.2 789.6
results 78.0 66.5
revaluation 111.7 102.4
profit distributions Jo 616 3 514
balance at December 31 1,038.3 907.1

Investments in group companies have been valued at net assets value. A list of companies as
referred to in Articles 379 and 414, Title 9, Book 2 of the Netherlands Civil Code, has been
deposited with the Chamber of Commerce in The Hague.

Other financial investments

On account of intercompany relations NLG 337.9 mln (1996: NLG 517.7 mlIn) is included un-
der other financial investments.

Accounts receivable

On account of intercompany relations NLG 0,6 min (1996: NLG 0.6 mIn) is included under
accounts receivable




4

Issued share capital

The share capital is as follows:

Type Nominal value Authorized  In issue at December 31 (NLG)
of shares per share (NLG) (NLG) 1997 1996
ordinary shares 20 500,000,000 329,907,540 320,828,800
preference shares 20 250,000,000 30,000,000 30,000,000
‘A'priority shares 20 200 200 200
‘B'priority shares 20 249,999,800 - -

1.000,000.000 359,907,740 350.829.000

less: uncalled preference

capital /. 22,500,000 /. 22500000
1.000,000,000 337,407,740 328,329,000

Movements in issued share capital:
1997 1996
balance at January 1 320.8 304.1
stock dividend 9.1 9.2
share issues - i
balance at December 31 329.9 320.8

At December 31, 1997 there are 16,495,377 ordinary shares, 1,500,000 preference shares and
10°A priority shares in issue. No ‘B priority shares have been issued. For further information
concerning the preference shares and the ‘A and ‘B’ priority shares the reader is referred to
the section ‘Other information’.

1997 1996
Share premium
balance at January | 1,396.2 1,380.2
stock dividend afs 9.1 s 9.2
share issues - 252
balance at December 31 1,387.1 1,396.2

The share premium at December 31, 1997 includes an amount of NLG 1,356 mln exempted
from tax (1996: NLG 1,365 min).
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1997 1996

Revaluation reserve

balance at January 1 /. 662.6 & T8LE
revaluation on investments 31.8 37.2
exchange rate differences 67.7 923
movements in contingent tax liabilities ofs 8.6 & 5.4
other movements 0.4 A 2.5
balance at December 31 ifs  BTE3 J. 6626
General reserve

balance at January | 455.5 407.7
retained cash dividends 55.9 11.8
added according to proposal for

distribution of profits 16.1 (.0
balance at December 31 527.5 455.5
Loans

On account of intercompany relations NLG 64.2 min (1996: NLG 64.6 min) is included
under loans.

Short-term liabilities

Short-term liabilities include the sum needed to meet dividend obligations in respect of the
1997 financial year.should all shareholders opt for a cash dividend. On account of intercom-
pany relations an amount of NLG 83.9 mIn (1996: NLG 4.9 min) is also included under short-
term liabilities.

Other results
On account of intercompany relations interest income to the amount of NLG 10.5 min
(1996: NLG 17.8 min) is included in these results.

Items not included in the balance sheet

In 1997 the company has sold GBP 25 mln per August 1998. The company has given guaran-
tees on behalf of group companies to third parties for a total amount of NLG 471 min (1996:
NLG 447 mln).

Supervisory Board Board of Management

JE Visser G.C.J. Verweij

PlJ. Vinken R.L.M. de Ruijter

EH.J. Boons

W, Lemstra

H.M.N. Schonis The Hague, February 26, 1998




Other Information

Distribution of profits

Rules for the distribution of profits are set out in
Article 25 of the Caompany's Articles of Association.
The preference shareholders have a first call on
profits in the form of a dividend distribution on the
paid-up nominal share value at a percentage rate
equal to the twelve-month money market rate
(Amsterdam Interbank Offered Rates), valid for the
first exchange day of the financial year concerned,
or so much less as is available from the distribut-
able profit plus a surcharge of 1.5%. Holders of
‘Bpriority shares have a second call on profits in
the form of a dividend distribution to the prefer-
ence shareholders, or a such lower amount as is
available from distributable profit. Holders of A pri-
ority shares are entitled to a dividend distribution
al a 5% rate on the paid-up nominal share value
from the remainder, Distribution of the balance
then outstanding is determined by the Annual
General Meeting of Shareholders,

Proposed distribution of profits

In addition to the cash dividend ol 4.73% on the
preference shares in issue and 5% on the A priority
shares in issue, it is proposed to distribute to ordi-
nary shareholders a dividend of NLG 7.25 in cash,
or should they so prefer, a tax-free dividend in the
form of bonus shares charged to the lax-exempted
share premium reserve. The distribution rate for
the bonus shares will be announced on March 20,
1998, That part of profits which is not paid out in
cash will be added to the general reserye,

(% NLG | min) 1997 1996

Direct investment result 136.0 122.7

Preference dividend and dividend

A priority shares 0.4 (N
Ordinary divicesnd 119.5 116.3
Addition (o general reserve 16.1 .0

136.0 1227

© 00 the assamption that the cash dividend is paid in respeet of ali
dividend ranking ordinary shayes.

Preference aml priority shares

The A priority shares are held by the Stichting tol
het houden van prioriteitsaandelen van de naam-
loze vennootschap: Wereldhave N.V. (Foundation for
the holding of priority shares of Wereldhave N.V)),
The Supervisory and Management Boards of
Wereldhave N.V. manage this foundation. The most
impaortant rights of the holders of ‘A’ and ‘B’ priority
shares involve fixing the number of members of
the Management and Supervisory Boards of the
Company and the placing of a binding nomination
list for their appointment. There are no ‘B’ priority
shares issued.

1,350,000 of the preference shares are held by the
Stichting tot het houden van preference en priori-
teitsaandelen B Wereldhave (Foundation for the
holding of preference sharves and B priority shares
Wereldhave). The management of the Foundation
consists of Messrs. H. Zomerplaag (Chairman),
H.JAE Meertens and M.A. Snijder. In addition to
voting rights, the preference shares carry a prefe-
rential right to a dividend out of the profits. They
have no entitlement to the Company’s reserves. The
purpose of the Foundation is, as set out in Article 2
section 1 of its Articles of Association, to look after
the interests of Wereldhave N.V. (the Company), of
the business concern related to the Company as
legal entity and of all paities involved, taking into
consideration, amaongst other objectives the main-
tenance of the independence, continuity and iden-
tity of the Company as a legal entity and as a busi-
Ness concern.

The Company and the Board of the Foundation
jointly declare that, to the best of their knowledge
and belief, the Foundation is independent of the
Company as defined in Annex X of the Fondsen-
reglement (Listing & Issuing Rules) of the Amster-
dam Stock Exchange.

Transactions with divectly related
parties

The members of the Supervisory Board and the
Board of Management had no personal interest in
any of the Company’s investments during the year.
The Company has no knowledge of any property
transactions taking place in the vear under review
hetween the Company and persons or institutions
which can be considered to stand in a direct rela-
tionship to the Company
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Auditor’'s Repori

Introduction

We have audited the Annual Accounts 1997 of
Wereldhave N.V, The Hague. These financiai state-
ments are the responsibility of the Company’s
Board of Management. Our responsibility is to
express an opinion on these financial statements
based on our audit.

Scope

We conducted our audit in accordance with audit-
ing standards generally accepted in the Nether-
lands. Those standards require that we plan and
perform the audit to obtain reasonable assurance
about whether the financial statements are free of
material misstatement. An audit includes examin-
ing, on a test basis, evidence supporting the
amounts and disclosures in the financial state-
ments. An audit also includes assessing the
accounting principles used and significant esti-
mates made by the Board of Management, as well
as evaluating the overall financial statement pres-
entation. We believe that our audit provides a reas-
onable basis for our opinion.

Opinion

In our opinion, the Annual Accounts give a true
and fair view of the financial position of the Com-
pany as of December 31,1997 and of the result for
the year then ended in accordance with account-
ing principles generally accepted in the Nether
lands and comply with the financial reporting
requirements included in Part 9, Book 2 of the
Netherlands Civil Code and the Wet toezicht be-
leggingsinstellingen (Investment Institutions Super-
vision Act).

COOPERS & LYBRAND N.V.

The Hague, February 26,1998




Wereldhave NV,

J.F. Visser ((6)

— Former Chairman of Board of Management of
Westland/Utrecht Hypotheekbank N.V.

— Member of Wereldhave N.V. Supervisory Board
since 1975; Chairman since 1991, a position to
which he was re-appointed in 1996 for a period
of three years.

— Member of the Supervisory Boards of several
companies.including Canada Trust Bank N.V.

— Member of Amsterdam Stock Exchange Com-
plaints Commission.

- Bankruptey receiver, Utrecht District Count.

P.J. Vinken (70)

— Chairman of Supervisory Board of Elsevier N.V.
and Non-Executive Director Reed Elsevier Plc.

— Member of Wereldhave N.V. Supervisory Board
since 1980;Vice-Chairman since 1991, a position
to which he was re-appointed in 1995 for a peri-
od of three vears.

— Member of the Supervisory Boards of several
companies including Reed International Plc.

F.H.J. Boons (57)

— President of Board of Management of VADO Be-
heer B.V. Eindhoven.

— Member of Wereldhave N.V. Supervisory Board
since 1994, a position to which he was re-
appointed in 1997 for a period of two years.

— Member of the Supervisory Board of several
companies, and Chairman of the Supervisory
Boards of Kantoren Fonds Nederland B.V. (Dutch
Offices Fund) and Winkel Beleggingen B.V.
(Shopping Investment Fund), subsidiaries of
ABP (Dutch Civil Service Pension Fund), Heer-
len.

— Chairman of Investment Committee of [nterpolis
Verzekeringen B.V.

W. Lemstra ((2)

— Mayor of Hengelo. Overijssel.

— Member of Wereldhave N.V. Supervisory Board
since 1992, a position to which he was re-
appointed in 1996 for a period of two years.

— Parttime professorships in Public-Private Co-
operation and Public Management, University of
Twente.

— Member of the Supervisory Boards of several
companies, including NBM-Amstelland N.V.

Supervisoryv Board
i

H.M.N. Schonis (51)

— Partner in Caron & Stevens/Baker & McKenzie
(solicitors, tax consultants and notaries public),
Amsterdam.

— Member of Wereldhave N.V. Supervisory Board
since 1997, to which pesition he was appointed
for a period of three years.

— Parttime professorship in Fiscal Law, Catholic
University of Nijmegen.

— Member of the Supervisory Boards of several
companies, including Delta Lloyd Bank N.V.

The members of the Supervisory Board are all
Dutch nationals.

The re-election for periods of one year and three
vears respectively of Messrs. Vinken and Lemstra
will be proposed at the Annual General Meeting of
Shareholders on March 27, 1998. None of the mem-
bers of the Supervisory Board holds shares or
share options in Wereldhave N.V.
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Investment properties at December 31, 1997

(Omily properties with an open market value of more than NLG 10 mln are separately memtioned |

Location Type m Parking  Yearof co= Anoual rent
spaces  struction or 1908
renovation (= NLG Lmin)
um
Brussels
1-8 Boulevard Bischofisheim office 12,800 150 1088 6.0
22.25 Boulevard Bischoftsheim office 1,000 il 1990 206
G Muntplein/Sehildknaapstraat office 7,700 B 1957 3.0
58 Regentlaan office 3100 31 1975 1.6
Liége
1 Quai des Vennes shopping centre 30,000 1650 19495 1.1
Nijvel
10 Steenweg op Bergen shopping centre 15,400 S0 1905 3T
Doornik
22 Boulevard Walter de Marvis shopping centre 141,300 1986 31
properties with an open market value less than NLG 10 min 9,000 24
98,300 37.6
Germany
Frankfurt
21 Taunusanlage office and shops 1700 | 1990 11
France
Paris and environs
2930 Quai de Dion Bouton; Puteaux office 18,100 111 1987 ol
56 Rue du Faubourg Saint Honoré/
414 Rue d'Aguesseau (30 ) office 6,100 50 1986 L
Shopping centre Parinor Le Haut de Galy, Aulnay-sous-Bois shopping centre 32,400 19196 16,6
56,900 266
Hungary
Budapest
properties with an apen market value of less than NLG 10 mln 3.200 37 16
The Netherlands
Alphen aan den Rijn
35 A.van Leeuwenhoekweg other commercial space and offices 11,400 1991 1.2
Amsterdam
64 Hornweg other commercial space and offices 12400 1991 1.1
Arnhem
Shopping centre Kronenbiurg, 1-13 Kronenburg Passage shopping centre and office 3400 1,000 1985 130
{leasehold il 2110)
Best
1 Brem other commercial space 11.300 H 1971 1.6
Deventer
2 Duishurgstraat other commercial space and office 18300 1991 10
Doorn _
Park Boswijk. Boswijklaan apartments 33,300 19496 38
Etten-Leur
Shopping centre Etten-Leur. 1-72 Winkelcentrum shopping centre and office 21300 1980 a3
Geldrop
G287 De Heuvel shops with apartments 5,900 199G 1.7
The Hague and environs
366-370 Sir Winston Churehilllaan, Rijswijk office 50,000 656 1986 122
1-8 Koningin Julianaplein office 11.600 79 1993 3.1
35 Rotterdamseweg, Rijswiik other commercial space and oflice 56,500 1993 .
2-6 Nieuwe Havenstraat,Voorburg office 19,000 351 1988 45
12 Veraartlaan, Rijswijk office 3.600 87 1991 1.3
i Leiderdorp
| Shopping centre Winkelhof shopping centre 11,800 750 1990 Al
Nuth
! 13 Thermickstraat other commercial space 17,000 GO0 1987 23
Roosendaal and environs
23 Borchwerf other commercial space and office 15,100 1991 1.1
6 Middenweg, Moerdijk other commercial space and office 8.800 1088 2.1
(municipality Zevenbergen )
Utrecht
1 Rutherfordweg other commercial space and office 12,900 1994 1.2
| properties with an open market value less than NLG 10 mln 51.600 6.3
111500 730




Location Tepe m Parking  Yearof con-  Aunual renl
spaces  struction or 1998
renovation (= NLG 1 mlin)
Spain
Madrid
2 Plaza de la Lealtad office 3,000 1972 15
13 Calle Fernando El Santo office 3250 13 19493 1.0
Barcelona
2-1 Rambla de Cataluna shops and office 5.250 a0 1993 1.7
11,500 42
United Kingdom
Blackburn
T6-80 Bank Top shops and office 3.500 1987 09
Gloucester
63-T1 Northgate Street & 14-20 Hare Lane shops 4,000 1972 1.0
Guildford
7375 North Street office 1.400 1976 1.1
London and environs
126-1341 Baker Street, W1 shops 1.700 1935 15
Cannon Park Way, Middlesbrough shops 6,500 1982 12
76 Cannon Street, ECA (leasehold till 2138) office 300 1988 1.7
326-334 Chiswick High Road. W shops and office 2,300 1974 1.1
7271 Dean Street, Rovalty House, W1 office 2600 12 1950 13
1118 Eastcheap, EC3 (leasehold till 2128) office 3.200 1991 10
Fielden House The Ring, Bracknell office 1.600 1983 1.0
31-36 Foley Streel, W1 office 3,300 12 1093 23
11-12 Haymarket, SW1 olffice 1,100 1988 135
G5 Kingsway, W2 office 6,000 1986 3.0
1-5 Lower George Street and 1 Eton Street. Richmond upon Thames shops 2,900 10 1963 14
56-70 Putney High Street, SW15 shops 4,200 I 1971 1.7
10-12A Thames Street and 1,2 & 5 Curfew Yard. Windsor office 1,500 53 1972 1.2
Redhill
Grosvenor House, 65/71 London Road office 1.700 150 1986 28
Rickmansworth
Olds Approach, 1 Tolpits lane other commercial space T.800 1993 1.3
Sittingbourne
Trinity Trading Estate other commercial space 36,500 200 1982 5.3
Sheffield
Penistone Road shops 3,900 1986 1.2
Wakefield
24-28 Teall Street & 12-29 The Springs shops 3,100 350 1988 14
Whyteleafe
139155 Godstane Road office 7.300 270 1964 22
Yeovil
Bayv 6 Lynx Trading Estate shiops 2,900 1086 1.0
properties with an open market value less than NLG 10 min 30,160 151
161,960 56.5
United States
Dallas
1910 Pacific Place office 29,700 0] 1982 6.1
Philadelphia
1515 Market Street office and shops 16,900 1986 18.5
Washington D.C.
1401 New York Avenue office 17,800 165 1981 10.1
94,400 M7
Total 845,160 2383

All properties are freehold unless otherwise stated. For properties which are not 100" -owned. the surface areas. number of parking spaces and
the annual rent are shown on prorate base. The annual rent is caleulated on the assumption that te buildings are fully let and before deducting

operating costs.

Independent valuers

Healey & Baker. London
Intervalor Roux SA. Madrid
Jones Lang Wootton, London

Troostwijk Valeurs S.A. Paris
Troostwijk Taxaties BN Amsterdam

Troostwijk- Roux Expertises CVBA, Antwerp
Troostwijk LK. Ltd.. London
Vellinga Makelaardij B.V., Doorn



Summary of investment properties

The following is o summary of the open market value of the Group's  fnvestment properties al Deceimnber 311997 Dutel guilders have bueen
converted at rates of exchange riling al December 31,1997 The annual vent is caleulated on the assumption that the buildings are fully let and
before deducting operating costs.

(% NLG | min) Offices Shops Other properties Total
(?pl—‘ﬂ ll!)i‘i'l lijlt‘ll ll[.!l‘li
market aral marked annial tarket arnal inarket annal
value redt value ent vitlue el valie et
Belgium 158.0 IS5 240.9 22() 0.4 (1N and
Germany 54.1 35 84 0.6 0.1} 0.0 11
France 102.6 9.9 220.8 6.7 0.0 (.0 26.6
Hungary a4 1.6 0.0 0.0 0.0 0.4 1.6
The Netherlands 1668 26.1 2431 4.7 1974 2.2 3.0
Spain 320 26 17.9 1.6 0.0 0.0 1.2
United Kingdom 288.0 2549 2053 1492 102.2 114 S5
United States 239.2 322 16.0 25 g (L0 U7
Total 1 030.6 1173 9524 874 300.5 337 2383

General lease conditions

The following is a summary of typical provisions relating to leases on Wereldhave's livestinent properties in the respective countries,

Belgium The Netherlands

a, Term: 3.6 or 9 vears with a mutial option at the end of a term to ex-
tend or renegotiate,

b. Rent increases: annual increases based on increases in the health
index.

¢. Outgoings: structural maintenance only is for the Jandlods” ac-
counlt.

Germany

a. Term:5 years with the tenant having an option for a further 5 vears,

b, Rent increases: occur as soon as the cost of living index increases
by 10 points alter which negotiations take place lor a new market
rent,

e, Outgoings: structoral maintenance, insurance, management and lo-
cal taxes are for the landlords' account,

France

a, Term: 3,6 and 9 years with the tenant having the option each three
vears to extend the lease,

I Rent increases: annuel increases based on building cost increases
(INSEE-index) unless otherwise agreed,

¢ QOulgoings: structural maintenance only is for the landlowds’ ac-
count.

Hungary

a. Term: 5 vears with an option for the tenant to extend a further 5
VeArs.

. Rent increases; annual increase based on the cost of living index
(consumer price index),

e. Outgoings: structural maintenance, insurance, and a part of local
taxes are for the landlords account,

Development projects

(Projects with a value above NLG 10 mln)

a Term: 3 vears with an option for the tenant 1o extend a farthey 3
Vears,

b. Rent tnereases; annual inereases based on the cost of living indes
Leonsumer price index ).

¢. Dutgoings: structural maintenance, insuranee, management and o
part of local taxes are for the landlords account,

Spain

a, Term:up to 5 years.

b. Rent increases: annual increases based on the eost of living index
(eonsumer price index).

¢. Outgaings: structural maintenance, insurance, management and a
part of local taxes are for the landlords” account.

United King)dom

a. Ternmuup to 25 vears.

b Rent adjustments to market levels every five yvears, in general not
below the previous rent level,

¢, Outgoings: mainly structural maintenance and insurance are all
recoverable from the tepants,

United States

a. Term: 3 or 10 vears usual

b Rent inereases: unusual during the term.

¢. Outgoings: structural maintenance only Is for the landlords ae-
count; escalation clauses exist for increases in property taxes, elec-
tricity and wages,

Belgium

Brussels Reconstruction of an office building of 18850 m' and 170 parking places. Estimated date of completion July 1. 1895

30 Rue Joseph 11
United Kingdom

Rushden Residential development site to create 185 dwellings in the first stage

Manor Farm

United States

Richardson Development of 338 apartments with completion as from May, 1998

Arboretum
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